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§4274.320

(k) Lending and investment institu-
tions and insurance companies.

(1) Golf courses, race tracks, or gam-
bling facilities.

(m) For any line of credit.

(n) For any legitimate business activ-
ity when more than 10 percent of the
annual gross revenue is derived from
legalized gambling activity.

[63 FR 6053, Feb. 6, 1998, as amended at 73 FR
54307, Sept. 19, 2008]

§4274.320 Loan terms.

(a) No loan to an intermediary shall
be extended for a period exceeding 30
yvears. Interest and principal payments
will be scheduled at least annually.
The initial principal payment may be
deferred (during the period before the
facility becomes income producing) by
the Agency, but not more than 3 years.

(b) Loans made by an intermediary
to an ultimate recipient from the IRP
revolving fund will be scheduled for re-
payment over a term negotiated by the
intermediary and ultimate recipient.
The term must be reasonable and pru-
dent considering the purpose of the
loan, expected repayment ability of the
ultimate recipient, and the useful life
of collateral, and must be within any
limits established by the
intermediary’s work plan.

§§4274.321-4274.324 [Reserved]

§4274.325 Interest rates.

(a) Loans made by the Agency pursu-
ant to this subpart shall bear interest
at a fixed rate of 1 percent per annum
over the term of the loan.

(b) Interest rates charged by inter-
mediaries to ultimate recipients on
loans from the IRP revolving fund shall
be negotiated by the intermediary and
ultimate recipient. The rate must be
within 1limits established by the
intermediary’s work plan approved by
the Agency. The rate should normally
be the lowest rate sufficient to cover
the loan’s proportional share of the
IRP revolving fund’s debt service costs,
reserve for bad debts, and administra-
tive costs.

§4274.326 Security.

(a) Intermediaries. Security for all
loans to intermediaries must be such
that the repayment of the loan is rea-
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sonably assured, when considered along
with the intermediary’s financial con-
dition, work plan, and management
ability. It is the responsibility of the
intermediary to make loans to ulti-
mate recipients in such a manner that
will fully protect the interests of the
intermediary and the Government.

(1) Security for such loans may in-
clude, but is not limited to:

(i) Any realty, personalty, or intan-
gible capable of being mortgaged,
pledged, or otherwise encumbered by
the intermediary in favor of the Agen-
cy; and

(ii) Any realty, personalty, or intan-
gible capable of being mortgaged,
pledged, or otherwise encumbered by
an ultimate recipient in favor of the
Agency.

(2) Initial security will consist of a
pledge by the intermediary of all assets
now in or hereafter placed in the IRP
revolving fund, including cash and in-
vestments, notes receivable from ulti-
mate recipients, and the
intermediary’s security interest in col-
lateral pledged by ultimate recipients.
Except for good cause shown, the Agen-
cy will not obtain assignments of spe-
cific assets at the time a loan is made
to an intermediary or ultimate recipi-
ent. The intermediary will covenant
that, in the event the intermediary’s
financial condition deteriorates or the
intermediary takes action detrimental
to prudent fund operation or fails to
take action required of a prudent lend-
er, the intermediary will provide addi-
tional security, execute any additional
documents, and undertake any reason-
able acts the Agency may request to
protect the Agency’s interest or to per-
fect a security interest in any asset, in-
cluding physical delivery of assets and
specific assignments to the Agency. All
debt instruments and collateral docu-
ments used by an intermediary in con-
nection with loans to ultimate recipi-
ents must be assignable.

(3) In addition to normal security
documents, a first lien interest in the
intermediary’s revolving fund account
will be accomplished by a control
agreement satisfactory to RBS. The
control agreement does not have to re-
quire RBS signature for withdrawals.
The depository bank shall waive its off-
set and recoupment rights against the
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depository account to RBS and subor-
dinate any liens it may have against
the IRP depository bank account. The
use of Form RD 402-1, “Deposit Agree-
ment,” or similar form developed by
the State Regional Office of the Gen-
eral Counsel is acceptable.

(b) Ultimate recipients. Security for a
loan from an intermediary’s IRP re-
volving fund to an ultimate recipient
will be negotiated between the inter-
mediary and ultimate recipient, within
the general security policies estab-
lished by the intermediary and ap-
proved by the Agency.

[63 FR 6053, Feb. 6, 1998, as amended at 70 FR
38572, July 5, 2005]

§§4274.327-4274.330 [Reserved]

§4274.331 Loan limits.

(a) Intermediary. (1) No loan to an
intermediary will exceed the maximum
amount the intermediary can reason-
ably be expected to lend to eligible ul-
timate recipients, in an effective and
sound manner, within 1 year after loan
closing.

(2) The initial Agency IRP loan as de-
fined in §4274.302(a) will not exceed $2
million.

(3) Intermediaries that have received
one or more IRP loans may apply for
and be considered for subsequent IRP
loans provided:

(i) At least 80 percent of each of an
intermediary’s IRP loans, except those
earmarked for special purposes, must
have been disbursed to eligible ulti-
mate recipients or the subsequent loan
will serve a geographic area not in-
cluded in an area currently served.

(ii) The intermediary is promptly re-
lending all collections from loans made
from its IRP revolving fund in excess of
what is needed for required debt serv-
ice, reasonable administrative costs
approved by the Agency, and a reason-
able reserve for debt service and un-
collectable accounts;

(iii) The outstanding loans of the
intermediary’s IRP revolving fund are
generally sound; and

(iv) The intermediary is in compli-
ance with all applicable regulations
and its loan agreements with the Agen-
cy.

(4) Subsequent loans will not exceed
$1 million each and not more than one

§4274.332

loan will be approved by the Agency for
an intermediary in any single fiscal
year unless the request is from an IRP
earmark.

(5) Total outstanding IRP indebted-
ness of an intermediary to the Agency
will not exceed $15 million at any time.

(b) Ultimate recipients. Loans from
intermediaries to ultimate recipients
using the IRP revolving fund must not
exceed the lesser of:

(1) $250,000; or

(2) Seventy five percent of the total
cost of the ultimate recipient’s project
for which the loan is being made.

(c) Portfolio. No more than 25 percent
of an IRP loan approved may be used
for loans to ultimate recipients that
exceed $150,000. This limit does not
apply to revolved funds.

[63 FR 6053, Feb. 6, 1998, as amended at 70 FR
38573, July 5, 2005]

§4274.332

(a) Applicability. Intermediaries re-
ceiving loans under this program shall
be governed by these regulations, the
loan agreement, the approved work
plan, security interests, and any other
conditions which the Agency may im-
pose in making a loan. Whenever this
subpart imposes a requirement on
loans made from the “IRP revolving
fund,” such requirement shall apply to
all loans made by an intermediary to
an ultimate recipient from the
intermediary’s IRP revolving fund for
as long as any portion of the
intermediary’s IRP 1loan from the
Agency remains unpaid. Whenever this
subpart imposes a requirement on
loans made by intermediaries from
“Agency IRP loan funds,” without spe-
cific reference to the IRP revolving
fund, such requirement shall apply
only to loans made by an intermediary
using Agency IRP loan funds, and will
not apply to loans made from revolved
funds.

(b) Maintenance of IRP revolving fund.
For as long as any part of an IRP loan
to an intermediary remains unpaid, the
intermediary must maintain the IRP
revolving fund. All Agency IRP loan
funds received by an intermediary

Post award requirements.
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